CHAPTER V.

THE  MODE    IN    WHICH    THE   VALUE    OF    MONEY    IS
SETTLED   IN   LOMBARD   STREET.

MANY persons believe that the Bank of England
has some peculiar power of fixing the value of
money. They see that the Bank of England
varies its minimum rate of discount from time to
time, and that, more or less, all other banks follow
its lead, and charge much as it charges ; and they
are puzzled why this should be. ' Money/ as
economists teach, ' is a commodity, and only a
commodity;' why then, it is asked, is its value
fixed in so odd a way, and not the way in
which the value of all other commodities is fixed ?
There is at bottom, however, no difficulty in
the matter. The value of money is settled, like
that of all other commodities, by supply and de-
mand, and only the form is essentially different.
In other commodities all the large dealers fix their
own price; they try to underbid one another, and
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